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For decades, debates on Indiana educa- 
tion policy have periodically focused on 
the idea of school and district consolida- 
tion. These debates have often assumed 
that school corporations can operate 
more efficiently, save money for taxpay- 
ers, and provide a higher level of service 
to students in corporations that consoli- 
dated or found ways to collaborate more 
closely. Based largely on these assump- 
tions, the School Corporation Reorgani- 
zation Act of 1959 reduced the number 
of corporations (a term synonymous 
with “districts”) in Indiana from 900 to 
400 over a period of 10 years. 1 Today, 
that number has decreased further to a 
total of 293 school corporations that gov- 
ern 1,918 public schools. These school 
corporations and schools provided edu- 
cational services to 1,045,702 students 
during the 2006-07 school year. - 

Although the push to consolidate school 
corporations has slowed considerably 
since the decade following implementa- 
tion of the Reorganization Act of 1959, it 
certainly has not become a thing of the 
past. In fact, school corporation expendi- 
tures on administrative, direct non- 
instructional, and instructional services, 
as well as the efficiency with which 
instructional services are delivered to 
students, have recently received renewed 
attention across the state of Indiana. As a 
result, school corporation consolidation 
and shared services have been rekindled 
as prominent issues. 

The intensity of interest in these areas 
has resulted in a number of policy 
actions in the past three years, including: 
exploration by school corporations in the 
possibility of additional consolidation; a 
work group convened by the Indiana 



General Assembly to examine school 
corporation central office consolidation; 
a subcommittee of the Indiana Govern- 
ment Efficiency Committee examining 
K-12 education expenditures; and legis- 
lation that required the establishment of 
a new financial management and report- 
ing system for school corporations. Most 
recently, the state budget bill (HEA 
1001-2007) passed by the legislature on 
April 29, 2007, appropriated $100,000 to 
the Indiana Department of Education for 
use by school corporations interested in 
studying the feasibility of consolidation 
or the merging of services with other cor- 
porations. 

Policy discussions concerning consolida- 
tion and cooperative agreements for 
shared services are not unique to Indiana. 
These discussions are happening in many 
states across the nation in response to the 
increasing pressures placed on educators 
by state and federal accountability sys- 
tems as well as shifts in state budgetary 
priorities. 

This Education Policy Brief examines the 
research regarding the efforts occurring 
in the United States to consolidate school 
corporations or form cooperative agree- 
ments for shared services. Next, the brief 
examines more thoroughly those policy 
levers which are contributing to the ele- 
vated discussion concerning consolida- 
tion and shared services in Indiana. 
Finally, based on the body of state and 
federal research, recommendations to 
advance the dialogue on consolidation, 
collaboration, and cooperation are 
offered for consideration by educators, 
education interest groups, and policy- 
makers. 



NATIONAL OVERVIEW OF THE 
ISSUES 

As educators and policymakers embark 
on discussions concerning consolidation, 
research is often sought concerning the 
optimal size of schools and school corpo- 
rations. The research has failed to yield 
any type of consensus on this topic. How- 
ever, the research does suggest that the 
factors which affect student achievement 
to the greatest extent appear to include the 
following characteristics: smaller school 
size (300-500 students); smaller class 
size, primarily at elementary schools; a 
challenging curriculum; and, highly qual- 
ified teachers in every classroom. It has 
also been shown that states with larger 
schools and school districts tend to have 
lower student achievement and social 
outcomes. This trend is also apparent for 
larger schools in low SES communities. 

Despite this body of evidence, school dis- 
tricts often decide to consolidate for finan- 
cial reasons. Other reasons leading to 
consolidation include reduction of admin- 
istrative staff, greater utilization of facili- 
ties and teachers, and the potential to offer 
a wider range of programs in all areas of 
instruction at lower costs. However, the 
historical outcomes of district consolida- 
tion provide many insights that should 
inform future decisions concerning dis- 
trict consolidation. 4 

The state of Maine is currently weighing 
the advantages and disadvantages of a 
major statewide consolidation initiative. 
Governor John Baldacci called for man- 
datory consolidation of the state’s 290 
school districts into 26 regional school 
administrative districts based on his pro- 
posal of March 8, 2007. Consolidation 
would be required for school units with 
less than 1,200 students. This would elim- 
inate many of the state’s 152 superinten- 
dents by replacing the local education 
agency with regional boards. The course 
of action was proposed by the Joint 
Standing Committee on Education and 
Cultural Affairs after a review of the 
options and proposals regarding the con- 
solidation of school resources throughout 
the state. The committee’s recommenda- 
tions were derived from Legislative Doc- 
ument (LD) 804, An Act to Ensure 
Responsible Government Spending, 



Investment, and Educational Efficiency, 
an education reform plan. Collaboration, 
the exploratory phase of the committee’s 
proposal, would occur in 2008. Under the 
proposal, voters in each existing school 
district would have to approve any con- 
solidation recommendations in 2009. 
Districts that received voter approval 
would begin implementation in 2010. To 
encourage consolidation, the committee 
is looking at incentives for compliance as 
well as reasonable consequences for fail- 
ure to comply. 5 



THE EVIDENCE ON SCHOOL 
DISTRICT CONSOLIDATION 

The most common advantage cited for dis- 
trict consolidation has been cost reduction. 
However, several other outcomes result 
from district consolidation which may 
have an impact on the future decisions 
made by states and school districts regard- 
ing consolidation. 6 



Student Achievement 

School officials should be wary of merg- 
ing several small schools if the goal of the 
consolidation is to improve performance. 
Although some research indicates that 
increased spending on classroom instruc- 
tion results in improved student achieve- 
ment, 12 the vast majority of research 
underscores the reverse: specifically, a 
close relationship does not appear to exist 
between the factors of money spent and 
student performance as indicated by stu- 
dent scores on the Third International 

1 3 

Mathematics and Science Study. In fact, 
internationally, the U.S. is near the top in 
spending, and is almost last in achieve- 
ment gains. 14 

Studies indicate that there are no signifi- 
cant effects on school performance after 
consolidation. In fact, about half of the stu- 
dent achievement research indicates that 
there is no difference between the achieve- 
ment levels of students in large and small 
schools, including small alternative 
schools, and the other half of the research 
indicates that student achievement in 
small schools tends to be superior to that 
of students attending large schools. How- 
ever, research has yet to demonstrate that 



large schools are superior to small schools 
in their achievement effects. Conse- 
quently, student achievement in small 
schools is at least equal, perhaps even 
superior, to the student achievement dem- 
onstrated in large schools. 15 This may be 
due to the fact that school consolidation 
may result in: 16 

• Less participation in decision-making 
by teachers and administrators; 

• More tension between teachers and 
students; 

• More time, effort, and money devoted 
to discipline problems; 

• Less parent-teacher involvement; and 

• Less human contact, thereby produc- 
ing frustration and alienation and a 
weakening morale of both students 
and school staff. 



Administrative Concerns 

In most states, at least 40 percent of every 
dollar spent on education is spent outside 
the classroom on administration, support 
services, and operations. 7 These costs 
cover support functions such as transpor- 
tation, human resources, food services, 
information technology, and building 
maintenance. As a way to generate a 
larger percentage of funds into the class- 
room and decrease costs overall, school 
districts are being challenged to provide 
services in a more efficient and effective 
manner. One option being considered by 
school districts in response to this chal- 
lenge is consolidation. In theory, consoli- 
dation enables support functions and 
services to be shared among the school 
districts more efficiently, with the over- 
arching goal of saving money. 

Although consolidation has been shown to 
reduce costs in small school districts in the 
short run, these reductions are replaced in 
the long run by other expenditures, such as 
the hiring of more administrators and spe- 
cialized staff. This negatively affects the 
tax base and fiscal capacity of the district. 
Consolidation often becomes politically 
unpopular, reduces local control, and neg- 
ligibly impacts educational outcomes. As 
a result, consolidation may not be the most 
effective strategy to help drive more 
money into the classroom. 10 
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• Conversely, some research suggests 
that decentralized school systems 
appear to run more efficiently and pro- 
duce better student achievement out- 
comes. This is due to the fact that there 
is less centralized bureaucracy and 
staff, and a greater percentage of 
money going into the classroom. In 
addition, researchers also found a 
lower achievement gap between white 
and minority students at decentralized 
public school districts. Overall, a 
decentralized management allows 
schools to have local control while 
taking advantage of scale and purchas- 
ing power for outside services from a 
central district office. Here, schools 
are able to take advantage of shared 
services that are managed at the dis- 
trict level while still maintaining con- 
trol over the majority of their 
budgets. 11 



Summary of State Policies and 
Activities About Consolidation 

Several states nationwide are incorporat- 
ing laws regarding consolidation. Table 1 
provides examples of state legislation 
regarding school district consolidation 
since 2006. 



ALTERNATIVES TO DISTRICT 
CONSOLIDATION 

Alternatives to school district consolida- 
tion can also incorporate the advantages 



that consolidation provides, and often 
with less controversy. Districts can share 
services, such as administrative person- 
nel, staff development, equipment, 
instructional materials, transportation, 
and special and vocational education. 
This sharing or contracting of services 
can help reduce costs, while simulta- 
neously bringing needed services to stu- 
dents. Similarly, districts can implement 
or increase the use of regional services to 
help take over services that are normally 
provided by the districts as a way to 
increase efficiency. In addition, distant 
learning offers schools the ability to pro- 
vide core and Advanced Placement 
courses that would otherwise not be avail- 
able or financially feasible. 17 



Shared Services 

The idea of sharing services has evolved 
from a number of traditional organiza- 
tional structures. One common structure 
was a centralized administration at a 
headquarters or central support agency, 
but this strategy often led to administra- 
tive inattentiveness. The “independent 
business unit” was then developed to 
address the individual needs and 
resources of each school and community; 
however this led to massive duplication 
of activities. Ultimately, shared services 
incorporate the best aspects of both mod- 
els, thereby creating organizations that 
share processes and provide consistent 
service. According to Knowledge Works 



Foundation, five broad cost-saving sug- 
gestions for shared services include: 18 

(1) Staffing-. 

To accomplish this, a district must 
look carefully at its own needs and 
juggle district allocations accord- 
ingly; conserve funding by having 
administrators who also teach; share 
administrative duties with teachers; 
share staff; not use substitute teachers, 
but rather have teachers work in teams 
to cover for each other; use mentors 
and tutors; hire adjunct faculty indi- 
viduals with multiple credentials, 
young, first-time teachers, retirees, 
and career changers; and use volun- 
teers. 

(2) Educational programs: 

This includes having a focused mis- 
sion, attracting students, limiting the 
grade range of a school and structur- 
ing the course cycle to reduce 
expenses, and using a central ordering 
system for ordering and keeping track 
of supplies. 

(3) Sendees: 

Creativity can help increase cost effi- 
ciency by offering services through 
partnerships in the community. These 
services can include transportation, 
food services, athletics, and healthcare. 

(4) Sources of funding: 

Schools are able to raise funds from 
sources other than state and local fund 
allocations, a strategy that becomes 
essential as costs continue to increase. 
Funds could be raised by renting out 
space in the school facilities, having 



TABLE 1. State Policies and Laws Regarding School District Consolidation, 2006-07 3 



State 


Status/Date 


Summary of Policy / Activity 


IN 


H.B. 1001 

Signed into law 5/07 


Provides a total of $100,000 during the 2007-08 and 2008-09 schools years for school corporation consolidation feasibility 
studies. 


ID 


S.B. 1067 

Signed into law 3/07 


Revises school district consolidation plan requirements and includes feasibility studies and plans for reimbursement. 


SD 


S.B. 157 

Signed into law 3/07 


Revises state aid to education formula and sets funding amounts to reimburse districts that choose to consolidate. 


KS 


S.B. 481 

Signed into law 5/06 


Increases the amount of time school districts may maintain the combined general fund budgets of two districts and provides 
the capital outlay state aid program based on the state aid percentage of each of the former districts. 


AR 


AAC 005.23.06 
Rule adoption 4/06 


Sets rules governing consolidation or annexation of public school districts and boards of directors of local school districts. 


SD 


H.B. 1243 

Signed into law 2/06 


Makes a $552,209 appropriation to reimburse school districts for consolidation incentives. 



“Education Commission of the States. (2007). Recent state policies / activities: School districts - consolidation / deconsolidation. Retrieved May 31, 2007, 
from https://www.ecs.org/ecs/ecscat.nsf/WebTopicView?OpenView&count=-l&RestrictToCategory=School+Districts— Consolidation/Deconsolidation 



Assessing the Policy Environment for School corporation Collaboration, Cooperation, and Consolidation in Indiana — 3 



businesses located in schools, includ- 
ing those that are student-run, trading 
spaces with other facilities, building 
shared space, selling memberships for 
use school facilities and equipment, 
renting computers, searching for 
grants to supplement tax dollars and 
other sources of income, gathering 
donations from the community, as 
well as from alumni, sharing space, 
and recruiting students to increase the 
per-pupil allocation. 

(5) Facilities design and construction: 
Innovative strategies can be used to 
secure sites as well as renovate, build, 
and maintain facilities. This is accom- 
plished through carefully selecting a 
site based on criteria such as proximity 
to local community resources, and 
access to roads, public transportation, 
and utilities, as well as carefully 
designing and constructing the build- 
ing(s) in the most cost-efficient, yet 
flexible and adaptable manner. 

For example, Houston and Dallas, the two 
largest districts in Texas, formed a five- 
year partnership in 2002 to increase their 
buying power for health insurance and 
reduce duplicative administration by 
pooling their assets to produce employee 
health benefits. 19 

In order to promote shared services, the 
state can utilize the tools of budget pres- 
sure, financial incentives, and technical 
assistance. 20 To apply budget pressure, 
noninstructional school spending should 
become more transparent so that spending 
can be better observed by the public at 
large. This is accomplished by dividing 
the educational budget into instructional 
and noninstructional categories and plac- 
ing school management practices under a 
microscope. 

Passage of HEA 1006-2006 by the Indi- 
ana General Assembly is an example of 
this policy approach to invoke shared ser- 
vices (see pages 5-7 for more information 
on this legislation). Financial incentives 
have been given to districts that have ini- 
tiated shared services or demonstrated 
cost effectiveness. Technical assistance 
occurs when states have well-developed 
networks with vendors who can support 
shared services in which these networks 
are employed to help school districts. 



Additionally, the state can also identify 
the best practices to use when sharing ser- 
vices. 

The following six guidelines are sug- 
gested to help decrease the likelihood of 
missteps that are the usual cause of shared 
service failures: 21 

1 . Conduct an assessment; 

2. Develop a business case for change; 

3. Communicate to staff and stakehold- 
ers early and often; 

4. Carefully design the requirements; 

5 . Create a governance board; and 

6. Achieve the right balance between 
accountability and flexibility. 



Shared Resources 

Schools may share resources with the 
community in order to provide more cost- 
effective services. 22 For example, schools 
can rent space for community events. The 
MATCH School in Boston illustrates this 
possibility in its practice of renting out 
space to a church group for $17,000 a 
year. In addition, a school may use space 
and resources in the community to 
expand educational programs; in 
exchange, the community can take advan- 
tage of resources that the school already 
has and can provide. This practice occurs 
at the Tacoma School of the Arts, a small 
public high school located in Tacoma, 
Washington, which uses space at the Uni- 
versity of Washington in exchange for 
allowing the university to use their sculp- 
ture studio. 

Furthermore, schools can recruit help from 
local government or community organiza- 
tions to build its library, fitness, aquatic, 
and computer centers with the understand- 
ing that such facilities will also be avail- 
able to community residents. This practice 
can be politically advantageous as well, as 
taxpayers are more likely to support the 
school building project due to strength- 
ened community ties. 



Shared Personnel 

Sharing personnel is another strategy to 
achieving greater efficiency in small 
school districts while also greatly reduc- 
ing costs. 23 The sharing of school person- 



nel can occur between schools within a 
district or between school districts in a 
similar geographical area. 24 In some 
instances, principals are shared, saving 
anywhere from $15,000 to $50,000 per 
year. A strong, stabilizing leadership has 
allowed a superintendent in Nebraska to 
take on a second district as well, thereby 
relieving the Laurel-Concord Public 
School District of approximately half the 
superintendent’s salary. 25 Similarly, one 
superintendent in Iowa oversees two 
school districts, totaling approximately 
1,300 students over 400 square miles. 
Each district splits the $115,000 salary of 
the superintendent rather than him receiv- 
ing the $90,000 he was getting as a super- 
intendent of one of the districts. The 
superintendent spends two days in each 
district and then spends Friday in both 
districts as priorities dictate. 26 

Iowa law has long allowed for shared 
superintendents, and with the state’s dis- 
tricts experiencing enrollment declines, 
there are predictions that the number of 
shared superintendents will increase. This 
is because sharing superintendents is seen 
as a way to achieve greater efficiency in a 
rural state where 70 percent of the 370 
districts enroll fewer than 1,000 students. 
In this case, the double duty that superin- 
tendents have as they oversee multiple 
school districts becomes a first step 
toward merging, and subsequently it can 
also serve as a money-saver. 27 Likewise, 
two small school districts in Wisconsin 
joined together to share a superintendent 
in which they subsequently split her 
$120,000 salary. 28 

In addition to sharing administrators, 
schools also have the ability to share staff. 
School districts in California, for example, 
use staff members to serve as faculty 
members and to administer and score stu- 
dent assessments for all their schools. 
Other personnel that have been known to 
be shared among schools within a small 
geographic area include chief of security, 
psychologists, therapists, and nurses. 29 
This practice is commonplace in special 
education cooperatives and vocational 
schools in Indiana and in similar service 
arrangements in other states. 



Assessing the Policy Environment for School corporation Collaboration, Cooperation, and Consolidation in Indiana — 4 



SCHOOL COLLABORATION, 
COOPERATION, AND 
CONSOLIDATION IN INDIANA 

As aforementioned, interest in school cor- 
poration collaboration, cooperation, and 
consolidation has resulted in a number of 
policy actions in Indiana. Much of the 
present dialogue about these topics began 
via a provision of the 2005 state budget 
bill that called on the Center for Evalua- 
tion & Education Policy (CEEP) at Indi- 
ana University to study school 
corporation central office consolidation. 



School Corporation Central 
Office Consolidation 

In July 2005, Indiana State Senator Luke 
Kenley chaired a work group charged 
with identifying solutions to reduce costs 
through the consolidation of school cor- 
poration central office services. CEEP 
convened a workgroup and examined 107 
school corporations that had corporation- 
wide enrollments of less than 1,500 stu- 
dents. The emphasis of this work group 
was to determine ways in which smaller 
school districts could take advantage of 
the cost savings available to larger school 
corporations due to economies of scale. 
The focus of the work group’s task was on 
the value of central office consolidation; 
however, other possibilities which could 
lead to cost savings for schools were open 
for examination as well. 

This work group identified a number of 
benefits and obstacles to the consolidation 
of central office services, as outlined in 
Table 2. The work group also identified a 
number of strategies to address the obsta- 
cles to central office consolidation. These 
included identifying best practices for 
cooperative agreements, service sharing. 



and fund flexibility; providing revised data 
reports which are accurate and relevant; 
and addressing the obstacles to central 
office consolidation through legislation, 
education, and communication. 



Indiana Government 
Efficiency Commission: K-12 
Education Subcommittee 

The K-12 Education Subcommittee of the 
Indiana Government Efficiency Commis- 
sion was established by the Indiana Gen- 
eral Assembly to examine K-12 
education funding and budgeting as it 
relates to non-classroom expenditures. 
After its period of study, the Subcommit- 
tee was to make recommendations to 
increase funding for teacher training and 
classroom instruction. 30 Multiple meet- 
ings were convened starting in the fall of 
2005 and the Subcommittee completed its 
work with the submission of a report to 
Governor Mitch Daniels in November 
2006. 

The Subcommittee report suggested that 
school corporations could potentially 
save money in many areas by privatizing 
services such as transportation and 
streamlining the competitive bid process 
by which construction projects are allo- 
cated to private construction entities. In 
addition, the Subcommittee contended 
that total administrative costs are in need 
of reduction and that some form of “struc- 
tural realignment” is necessary to help 
reduce these costs. The report also offered 
the recommendation that if a particular 
district has uneconomical enrollments or 
high occupancy costs, it might be best to 
close down the school and bus the stu- 
dents elsewhere or simply consolidate 
with another nearby district. However, 
the Subcommittee emphasized that con- 



solidation is not a cure-all for high admin- 
istrative costs and that policymakers, 
administrators, and educators need to 
seek alternate avenues as well. By taking 
steps in this direction, the Subcommittee 
argued, administrators will be able to 
redirect their focus from superfluous, 
non-instructional tasks, back towards 
improving teacher quality and classroom 
instruction. 



Indiana Educational Service 
Centers 

There are currently nine educational ser- 
vice centers in Indiana, serving approxi- 
mately 262 member school corporations 
and 647,700 public school students. 31 
These nine centers operate with the pur- 
pose of performing educational planning 
on a cooperative basis and assisting each 
school corporation operating within its 
region with educational needs and services 
that could be provided more effectively 
and efficiently by a cooperative agency 
rather than the school corporation itself. 
The service centers provide assistance to 
schools and corporations in many areas 
including, but not limited to: professional 
development, technological services, 
cooperative purchasing, equipment repair 
services, and courier/delivery services. 

Although the idea behind these centers is 
in the best interest of the districts, there is 
some concern that the service centers are 
not being utilized to their full potential. In 
its final report, the K-12 Education Sub- 
committee of the Indiana Government 
Efficiency Commission suggested that the 
following actions be taken, among others, 
to ensure that these centers are performing 
efficiently, effectively, and optimally: 



TABLE 2. Benefits and Obstacles to Central Office Consolidation 



Benefits 


Obstacles 


Enhanced curricular opportunities 


Public perception/community relationships 


Shared/combined services, pooling of resources 


Job loss 


Savings of time 


Multiple boards 


Potential cost savings 


No educational benefit 


Better communication opportunity 


Accuracy of financial analysis 
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1 . Require all public school corporations 
to participate and utilize the services 
offered by the centers. 

2. Provide the governor with authority to 
appoint members with education and 
business backgrounds to the educa- 
tional service center governing boards 
to expand leadership beyond superin- 
tendents. 

3. The governing boards should report to 
the State Board of Education. 

4. Shift purchases that are common across 
districts to the state level and distribute 
resources accordingly. 

5. Programs with a proven record of suc- 
cess, such as the Florida Office of Pro- 
gram Policy Analysis and Government 
Accountability’s “Sharpening the Pen- 
cil” and “Thirteen Ways to Save,” 
should be incorporated so that the cen- 
ters can focus on the provision of ser- 
vices and avoid “reinventing the 
wheel.” 



FinMARS Plan 

During the 2004-05 school year, Indiana 
schools spent approximately $10.4 billion 
on instructional and non-instructional 
activities. Although this figure indi- 
cates the amount spent on overall educa- 
tion during Fiscal Year 2005, it does not 
break down expenditures into instruc- 
tional and non-instructional activities. 
The Indiana General Assembly passed 
HEA1006, hereafter referred to as Public 
Law (PL.) 191, in 2006 with the desire to 
make these expenditures more transpar- 
ent to the public at large. Lawmakers had 
the goal of “encouraging school corpora- 
tions to undertake certain actions to save 
money in nonacademic areas so that more 
funds might be available for student 



learning.” In order to make instructional 
and non-instructional expenditures easier 
to track, PL. 191-2006 required the clas- 
sification of all school expenditures into 
one of the following four categories: stu- 
dent academic achievement expenditures; 
student instructional support expendi- 
tures; overhead and operational expendi- 
tures; and non-operational expenditures. 
To ensure that the cost-reducing measures 
were actually effective, lawmakers man- 
dated that the Indiana Department of Edu- 
cation, the State Board of Accounts, and 
the Office of Management and Budget 
develop a plan to establish a new financial 
management, analysis, and reporting sys- 
tem for school corporations. The plan 
became known as the FinMARS 
Improvement Plan. 

Such large-scale restructuring of Indiana’s 
school financial management practices is a 
direct response to what has been perceived 
as an outdated, cumbersome, and complex 
system of accounting for educational 
expenditures at the state level. The new 
FinMARS system, which was targeted for 
implementation in late 2007, has been 
touted as a means to improve upon the old 
system in the following areas: data collec- 
tion, storage and accessibility; demarca- 
tion of educational expenses; production 
of transparent financial statements and 
balance sheets; and training of school, dis- 
trict, and state education finance officials. 
The current system has been recognized as 
inadequate for its capacity to keep track of 
where data have been stored and who has 
accessed or changed the data, leading to 
numerous data derivations for the same 
financial information and a loss of overall 
productivity. 33 



The new FinMARS system aims to collect 
data from schools and districts at one time, 
house the data in a universally accessible 
location, and frame the data in definitions 
that ensure integrity. 34 These changes 
would be possible by a software frame- 
work known as the Schools Interoperabil- 
ity Framework (SIF). In addition, SIF 
could be an effective tool by which finance 
officials at any level can automatically 
create the appropriate, easily understand- 
able financial statements in compliance 
with Generally Accepted Accounting 
Principles (GAAP). 

Under PL. 191 and the mandate of Indi- 
ana lawmakers, the Indiana State Board 
of Education (SBOE) established a clear 
set of definitions for the four categories of 
expenditure during its March 2007 meet- 
ing. According to the SBOE, expendi- 
tures fall into one of the four categories as 
follows: 

1. Student Academic Achievement: 

Direct expenditures related to instruc- 
tion, providing instruction, instruc- 
tional materials, instructional super- 
vision, activities dealing directly with 
the teaching of pupils, including teach- 
ers, aides, principals, educational 
media services, textbooks, etc. 

2. Student Instructional Support: 
Expenditures for services which pro- 
vide administrative, technical, per- 
sonal, and logistical support to 
facilitate and enhance the instruction 
of pupils. 

3. Overhead and Operational: 
Expenditures for the operation of a 
school corporation including budget- 
ing, payroll, accounting, operation and 
maintenance of facilities, security, 
transportation, food services, and pur- 
chasing and technology. 



TABLE 3. Expenditure Distributions Among the Four Categories 3 



Category 


2004-05 


% of Total 


2005-06 


% of Total 


Academic Achievement 


$5,815,193,231 


56% 


$5,768,081,069 


54% 


Instructional Support 


$664,244,435 


6% 


$677,337,779 


6% 


Overhead and Operating 


$2,171,233,350 


21% 


$2,267,148,595 


21% 


Nonoperational 


$1,792,142,174 


17% 


$1,913,451,219 


18% 


Total 


$10,442,813,189 




$10,626,018,662 




Note: Percentages do not sum to 100% due to rounding. 


a Indiana State Board of Education. (2007). Analysis of school expenditures pursuant to PL 191-2006. Indianapolis, IN. 
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4. Nonoperational: 

Expenditures such as facilities acquisi- 
tion, construction, purchase of non- 
instructional equipment, etc. 

During the 2004-05 and 2005-06 school 
years, Indiana public school corporations 
and charter schools spent a total of 
$10,442,813,189 and $10,626,018,662, 
respectively. Table 3 shows the distribu- 
tions of these expenditures among the 
newly defined categories of expenditure 
during each respective school year. 

As a component of the planned FinMARS 
system, the creation of the Indiana School 
Business Official Leadership Academy 
was recommended. The academy would 
ensure that business and finance officials in 
each district are equipped with an adequate 
set of skills necessary to cope with a rap- 
idly changing school finance environment. 
Representatives of the Indiana Association 
of School Business Officials (IASBO) 
called for the overall structure of the acad- 
emy to resemble the Indiana Principal 
Leadership Academy. In addition, the 
IASBO advocated that the academy should 
encompass the following objectives: 

• Provide a climate designed to develop 
and enhance leadership skills and man- 
agement techniques necessary to 
enhance efficiency and effectiveness 
of practicing school business officials. 

• Assure an analysis and understanding 
of the efficient use of resources, align- 
ment of expenditures, and effective 
reporting techniques. 

• Expand the communication skills of 
school business officials. 

• Maximize the utilization of monies in 
the education system to benefit student 
achievement. 



• Emphasize sound fiscal policies and 
procedures. 

• Advance the professionalism of school 
business officials. 

While there is much promise for a stream- 
lined accounting system such as Fin- 
MARS, the Department of Education’s 
budget request of $3.5 million for Fin- 
MARS implementation was rejected dur- 
ing the 2007 Indiana General Assembly. 
However, funding of $150,000 per year 
was included in House Enrolled Act 1001- 
2007 for the Indiana School Business Offi- 
cial Leadership Academy. Rather than 
enable implementation of FinMARS 
through sufficient funding, the legislature 
instead delayed implementation of the sys- 
tem until after June 30, 2009. This action 
implies that the legislature will revisit the 
funding of FinMARS during the next bud- 
get session in 2009. 



School Corporation 
Governance, Staffing, and 
Finances 

The areas of governance, staffing, and 
finance also have been prevalent topics in 
the discussion of consolidating the ser- 
vices of school corporations in Indiana. 
These matters, including the election and 
composition of the school board, com- 
pensation and benefits for faculty and 
staff, transportation costs, and mainte- 
nance of facilities were carefully exam- 
ined by the three Tippecanoe County 
school corporations; Lafayette School 
Corporation, Tippecanoe School Corpo- 
ration, and The West Lafayette Commu- 
nity School Corporation, as they explored 
the possibility of consolidating into one 
county-wide district. For more informa- 



tion on the consolidation efforts in Tippe- 
canoe County, please refer to the case 
study found on page 8. 

Currently, there are two possible methods 
for school corporation reorganization 
allowed by Indiana law. The first statu- 
tory method creates a county-wide com- 
mittee for the reorganization of all 
schools within the county. If further reor- 
ganization is desired, the county commit- 
tee is disbanded and the authority to 
propose further reorganization is ceded to 
local school boards and the Indiana state 
superintendent of public instruction (IC 
20-23-4-38[b]). Proposals must then be 
approved by the SBOE and can only be 
put into effect if a petition is signed by 55 
percent of registered voters in the reorga- 
nized school district or if the plan is 
approved in a special election. 

The second statutory method allowed 
under the 2006 Government Moderniza- 
tion Act allows school districts to reorga- 
nize without the approval of the 
superintendent of public instruction. In 
this scenario, a committee must be 
appointed to develop a reorganization 
plan. When this plan is approved by the 
school boards, it must be approved by a 
majority vote in each of the school districts 
involved in the reorganization process. 36 

An important consideration in the reor- 
ganization process is the composition of 
the governing body of the consolidated 
school corporation. The first reorganiza- 
tion method outlined in Table 4 provides 
six options for determining the composi- 
tion of a governing school board for a 
reorganized school corporation. 37 



TABLE 4. Options for School Board Composition Following Reorganization 



</ All elected members are at-large. Members may live in any part of the district, and all voters within the district vote on all members. 

v Division of the district into two or more residence districts. One or more members are selected from each residence district. Also have the option of selecting 
one or more at-large members. 

v< Division of the district into three or more residence districts. If the school board is composed of three members, one member must reside in each one of the 
residence districts. If a five member board exists, no more than two members may be from the same residence district. If a seven member board exists, at 
least two board members are elected from each residence district. 



>/ Divide the district into two or more electoral districts. Member(s) are elected from each district with no fewer than one less of a majority of members elected at 
large. 

*> A majority of school board members are selected on an at-large basis, with the remainder selected from electoral districts. 

</ District divided into two or more electoral districts. Board members are elected only from those electoral districts. 
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Consolidation Considerations in Tippecanoe County: 

A Case Study Examining Local Decision Making 

Tippecanoe County lies approximately 60 miles northwest of Indianapolis and is home to nearly 156,000 people. 
The county is well known for being the home of the acclaimed Purdue University, one of Indiana's key industrial 
and manufacturing hubs, and as a mainstay in Indiana's agricultural landscape. Currently, three school corporations 
exist to educate the many children residing in Tippecanoe County: the Tippecanoe School Corporation, West Lafay- 
ette Community Schools, and the Lafayette School Corporation. 

During the 2004-05 school year there were roughly 20,000 students enrolled in the three districts with over half of the 
students attending schools within the Tippecanoe School Corporation. Although the three school corporations are com- 
posed primarily of white students, they are quite complex and ethnically diverse from one another. This diversity is typified 
by comparing the students in the Lafayette School Corporation with those in the West Lafayette Community School Cor- 
poration receiving free or reduced lunch (51% vs. 1 0%), struggling with English proficiency (1 1 .7% vs. 4.9%), and attending 
special education classes (23.1 % vs. 1 3.2%) (see Table 5). With such diversity, collaboration or consolidation would prove 
a difficult task. However, in 2005, the Boards of School Trustees for the three school corporations commissioned Drs. Rob- 
ert L. Boyd and Gregory R. Ulm to conduct a feasibility study (Boyd & Ulm, 2006) examining the advantages and disadvan- 
tages of school corporation consolidation. This study explored aspects of school consolidation, including the delivery of 
curricular and extracurricular programs, and space availability for population changes and possible program expansion. In 
addition, there were financial, governance, staffing, and technological considerations within the context of this study. The 
study was submitted to the boards of the respective corporations in November 2006. 



TABLE 5. School District Demographic Characteristics (2004-05 School-Year) 





Total 

Enrollment 


Free/ 

Reduced 

Lunch 


Limited 

English 

Proficiency 


Special 

Education 


White 


Black 


Hispanic 


Asian 


Other 


Tippecanoe 

School 

Corporation 


10,589 


23% 


2.6% 


15.7% 


87% 


2% 


5% 


2% 


4% 


West Lafayette 

Community 

Schools 


1,994 


10% 


4.9% 


13.2% 


73% 


4% 


3% 


17% 


3% 


Lafayette 

School 

Corporation 


7,137 


51% 


11.7% 


23.1% 


71% 


8% 


16% 


1% 


4% 


a Boyd & Ulm (2006). 



The consolidation of curricular and extracurricular programs and services within the three Tippecanoe County 
school corporations would provide a number of unique opportunities for students. For example, consolidation of 
services for educational programs including pre-school programs, full-day kindergarten, drug and health education, 
teenage pregnancy programs, character education, and anti-bullying programs provides the opportunity for shared 
services for schools that have limited resources. Additionally, shared resources and services allows each of the 
schools to support higher achieving students through additional Advanced Placement (AP) courses, and the possi- 
bility of offering students the opportunity to participate in the International Baccalaureate program. These options 
present greater possibilities for meeting the academic needs of students (Boyd & Ulm, 2006). 2 

Opportunities for enhanced extracurricular programs within a consolidated system were also identified. Consolida- 
tion of the three school corporations had the potential to allow for expanded programs, increased access to athletic 
facilities, and shared costs for transportation, officiating, coaching, facilities, and purchasing within the three school 
corporations. However, it would also require that policies and procedures be developed for student transfer, eligi- 
bility, and athletic membership (Boyd & Ulm, 2006). 
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School corporation consolidation in Tippecanoe County also affords the opportunity to revisit the boundaries in 
place for neighborhood schools. Based on the changing demographics within the county and the three school cor- 
porations, modification in school boundaries and educational program offerings had a considerable effect on the 
educational opportunities available to students. The authors of the consolidation study indicate that equity in edu- 
cational opportunities is an important consideration that may outweigh the financial benefits of school consolidation 
(Boyd & Ulm, 2006). 

With regard to staffing, several issues were identified when school corporation consolidation was considered in 
Tippecanoe County. These included the impact of consolidation on collective bargaining agreements, employee 
compensation, and insurance programs. Specifically, collective bargaining presented two issues that required imme- 
diate attention if a consolidation plan moved forward. First of all, there was no established method by which to 
resolve the employment terms if an agreement was not reached prior to the formation of the new school corpora- 
tion. In addition, there was very little discussion about how differences, such as salary schedules, were to be 
addressed (Boyd & Ulm, 2006). 

Additionally, variances in group insurance plans between the three school corporations would need to be reconciled 
prior to the formation of a consolidated school corporation. Corporation financial issues including transportation, 
food service, and facilities maintenance must be taken into account. Furthermore, tax rates within each of the school 
corporations must be considered in conjunction with each of the aforementioned financial obligations. As was 
noted in the Tippecanoe County School Consolidation Study (Boyd & Ulm, 2006), tax levies may not simply be the 
summation of the levies from the consolidating corporations, but may need to be established once the consolidation 
is complete. 

According to the consolidation study, and as a result of the highly complex state funding formula, the Tippecanoe 
County Consolidated District would have received an additional $3.8 million in total funding for the 2004-05 school 
year. This additional sum can best be expressed by an additional $197 per Average Daily Membership (ADM). ADM 
represents the average number of students present in a school district during the year. So essentially, consolidation 
would provide an additional $200 per student. Despite the expected increase in funding, the consolidation report sug- 
gests that if the three corporations were to merge, property tax rates for residents in Tippecanoe School Corporation 
and West Lafayette Community School Corporation would drop, while those residents living in the boundaries of 
Lafayette School Corporation would see a slight increase in the property tax rate assessed to their property. 

After careful examination and consideration of the proposals offered in the consolidation study, the three school 
districts determined that "the increase in funding did not offset the loss of local control they felt would accompany 
consolidation" (see Policy Perspective on page 10). The districts felt that their needs could best be served by con- 
tinuing to operate as individual school corporations; however, they established a committee that is to meet annually 
to discuss the myriad ways that the three districts can "collaborate and cooperate" in order to provide a stronger 
future for the students and the surrounding communities. 

Dr. Edward Eiler, superintendent of the Lafayette School Corporation, has presented a detailed account of the Tippe- 
canoe consolidation attempt in his Policy Perspective letter on page 10. In addition, Dr. William Carnes and R. 
Steven Gookins have submitted similar Policy Perspectives relating to consolidation efforts they led as superinten- 
dents of Indiana school corporations. 
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Policy Perspective 



OPTING OUT OF CONSOLIDATION 
IN TIPPECANOE COUNTY 



Edward E. Eiler, Ed.D. 




In 2005 the Lafayette, Tippecanoe, and West 
Lafayette School Corporations expressed an 
interest in examining the advantages and dis- 
advantages of school consolidation. Towards 
that end, private funding was secured and pro- 
posals were requested to examine a number of 
issues including the impact on: curricular pro- 
grams, the need to construct or remodel school 
facilities, administrative and support services, 
staffing, class sizes, distribution of poverty 
and grant eligibility, funding, governance, tax 
rates, labor contracts, our special education 
cooperative, technology infrastructure and 
software, schedules, school calendars, and 
extracurricular programs. 

Subsequently, studies were undertaken 
wherein Dr. Greg Ulm of Indiana State Uni- 
versity examined curriculum, Dr. Bob Boyd of 
Indiana State University analyzed the impact 
on the need to construct school facilities. Edu- 
cational Services Company examined the 
financial and governance implications, and 
Mr. Steve Hare examined the technology 
issues. Their comprehensive final report is 
posted on the Lafayette School Corporation 
website at www.lsc.kl2.in.us. The purpose of 
these studies was to create data that could 
serve as a basis for discussion by the respec- 
tive boards of school trustees. 



The report is instructive in several ways. The 
first observation to be made is that the easiest 
point around which consensus can be built is 
when the proposed change results in increased 
academic opportunities for students. In our 
case, each school district has comprehensive 
programs and meets the needs of children in 
different ways. There was interest in finding 
ways in which the three districts could cooper- 
ate to increase educational opportunities for 
students. The boards felt this could be accom- 
plished without consolidating. 

A second finding was that under the existing 
school funding formula the merger of the three 
school corporation would result in increased 
state funding of approximately five percent. 
However, this increase would be offset some- 
what by decreased federal funding. The cir- 
cumstance of increased funding was true in the 
case of the three school corporations in Tippe- 
canoe County, but a careful analysis would 
need to be undertaken to determine under what 
circumstances a possible merger would result 
in increased funding and which circumstances 
result in the same or possibly reduced funding. 
In the case of Tippecanoe County tax rates in 
two of the three school districts would have 
decreased. 

One of the most often cited reasons for consol- 
idation is the perceived savings that comes as a 
result of more efficient staffing. In the case of 
the school districts in Tippecanoe County, the 
combined staffing tables yielded staffing ratios 
in every area of staffing very much in line with 
similar sized school districts. It should be 
pointed out that if just Lafayette and Tippeca- 
noe School corporations were to combine, the 
resultant school district would be the fifth larg- 
est district in Indiana. 



The staffing patterns to which the proposed 
consolidation was compared were not mod- 
els the majority of patrons in any one the 
school districts in Tippecanoe County 
would find acceptable. The one area of pos- 
sible savings was in the area of central 
office administrative staffing. However, 
such savings would result in less than a frac- 
tion of one percent of the total operating 
expense of the combined districts. 

Another finding was that consolidation 
would have minimal effect on the need for 
facilities. This finding may well differ from 
other districts considering consolidation. 
Two final challenges were the merging of 
labor agreements and technology infrastruc- 
ture. 

Our study does suggest there may be an 
optimal size for districts; a size that assures 
adequate curricular opportunities, yet 
allows sufficient local control. The study 
also suggests there is a size beyond which 
economies of scale have already been real- 
ized and it does not make sense to consoli- 
date further. The circumstances in Indiana 
also cause one to ask whether other gover- 
nance structures should be examined. Spe- 
cifically, whether a regional board could be 
created that handles some functions while 
delegating other issues to local boards. 

In the final analysis, the school districts in 
Tippecanoe County reached the conclusion 
the gain in funding did not offset the loss of 
local control they felt would accompany con- 
solidation. The respective boards have 
adopted a resolution which creates a standing 
committee charged with meeting at least 
annually and exploring ways the three school 
districts can cooperate and collaborate. 



Edward E. Eiler is Superintendent of the Lafay- 
ette School Corporation 
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Policy Perspective 



CONSOLIDATION 
IF NOT NOW, WHEN? 



R. Stephen Gookins 




The debate to consolidate schools has been 
ongoing in Indiana for many years. The topic of 
consolidation is more emotional than rational. 

I have some personal experience in promoting 
the consolidation of a rural school. My first 
effort was in 1984. Two rural school corpora- 
tions needed to make facility improvements. It 
appeared that in the best interest of students 
and taxpayers this would be far more efficient 
by consolidating the two districts and offering 
more educational opportunities, while at the 
same time being much more cost-effective for 
taxpayers. I repeated the effort in 1988, and, 
like in 1984, this attempt failed. The end result 
was both school corporations eventually built 
buildings. They duplicate services yet today 
with limited educational opportunity. 

As adults, we choose the place we want to live 
and work. We say we want the best for our 
children, but we build a wall around a school 
district. We tell children this is where they'll 
go to school even if it has limited curriculum 
opportunities. We don't operate in the most 
efficient manner. We get caught up in “school 
spirit.” We use the phrases, “bigger is not 
always better,” or “this is where I went to 
school.” As adults, we find every emotional 
reason to deny children the opportunity of 
educational excellence. 

Twenty years later, I'm still a proponent of con- 
solidation. We have learned many things about 
the concept, but we still have barriers to over- 
come. Indiana has many small to medium-sized 
school corporations that would be more effi- 
cient and could provide more educational 
opportunity through consolidation. 

There are 293 public school corporations in 
the state of Indiana; approximately 265 of 
them have a declining enrollment. 



In my opinion, an ideal school corporation 
would range from 2,500 to 5,000 students. This 
district size would generate state dollars to sup- 
port a diverse and rigorous curriculum. 

Indiana needs to focus more on all of our stu- 
dents’ academic needs rather than extracurric- 
ular wants. 

I’m not critical of what small corporations are 
doing. I am a product of a small rural school. I 
have experience as a teacher, principal, and 
superintendent in a small rural school. I now 
have the opportunity to work in a medium-sized 
school corporation of 2,700 students. 

Governor Daniels and the Indiana General 
Assembly are to be commended, in my opinion, 
for legislative efforts in 2006. With the enact- 
ment of House Bill 1006 and other legislation, 
opportunities have been afforded to school cor- 
porations to work in a more cooperative manner 
and implement business principles; e.g., health 
insurance consortiums, natural gas coopera- 
tives, and the formation of insurance risk pools. 
Education service centers and school corpora- 
tions are working in a more collaborative way. 
School corporations have gone the first mile, 
but have many miles to go. 

Two examples: A county in central Indiana has 
six corporations ranging in size from approxi- 
mately 650 to 2,700 students. Another county 
has five corporations ranging from 450 to 1,750 
students. Many small school corporations 
struggle to find licensed teachers in critical 
areas such as physics. We duplicate many ser- 
vices at the expense of taxpayers and deny edu- 
cational opportunity for students. East Central 
Indiana has three corporations with enrollments 
of 850, 1,250, and 2,700, who could consolidate 
with less than 5,000 students. All three corpora- 
tions have a declining enrollment. All three cor- 
porations duplicate services. The point: 
Consolidate the governance of the districts and 
never close a building and you will save $1 mil- 
lion of taxpayers’ money that can be invested in 
educational opportunity. 



If one corporation is formed, the students 
may go to the building of their choice, as long 
as there is space, with the opportunity of 
diverse K-12 curriculum. 

As President Ronald Reagan directed to 
President Gorbachev of the Soviet Union in 
reference to the Berlin Wall, “Mr. Gor- 
bachev, tear down this wall.” I profess, 
“Hoosiers, tear down the walls that restrict 
educational opportunity for our children. 
Save our taxpayers money and expand the 
vision and the opportunity so our children of 
the 21 st century have the same freedom of 
choice we offer our adult community.” 

I encourage Indiana legislators to explore 
more options for school consolidation. 
Local school boards are in a difficult politi- 
cal position, with 100 percent of our prop- 
erty taxpayers supporting our schools, but 
only 30 percent who have children in 
school, they hear from the vocal minority. 
Most school boards are elected in a primary 
with low voter turnout. Indiana has more 
negative votes with school board elections 
than positive votes. I recommend all school 
board elections be moved to November. 
More importantly, I encourage State legisla- 
tors to step up and demonstrate statesman- 
ship. Many times they represent multiple 
school districts. 

Schools, like corporations, can be too large 
and lose their efficiency as well as their per- 
sonal responsibility for the student and the 
taxpayers. But Indiana is far from facing 
that crisis. Instead we are denying children 
educational opportunity because of our nar- 
row views. 

As we continue to explore opportunities for 
our students. We need to discuss consolida- 
tion, while considering the student and tax- 
payer. Our Hoosier children deserve our 
best efforts. 



R. Stephen Gookins retired as Superintendent of the Delaware Community 
School Corporation at the conclusion of the 2006-07 school year 



Assessing the Policy Environment for School corporation Collaboration, Cooperation, and Consolidation in Indiana — 1 1 





Policy Perspective 



THE CHALLENGES AND TRIUMPHS OF A SUCCESSFUL 
SCHOOL CORPORATION CONSOLIDATION INITIATIVE 



William J. Carnes. Ed.D. 




There is an ancient superstition about a fear- 
some sea monster called the Kraken, who 
could be called upon to avenge those who 
were wronged. The Kraken was not a preci- 
sion instrument , but an instrument of toted 
destruction. The Kraken lived far from land 
and those who prayed for revenge didn ’t fully 
fathom its power; they failed to understand 
that once the monster was released, the inno- 
cent and guilty alike would pay the price of 
its devastation. 

I often tell this story to illustrate the obsta- 
cles faced by school boards and educators 
when they attempt to change public educa- 
tion by doing something dramatic — some- 
thing that could really make a difference in 
accomplishing their educational mission. 
Nowhere is this truer than with school con- 
solidation. Why would anyone take on such 
a formidable task and pay a high personal 
and professional price? Unless a compelling 
case was made, this treacherous journey 
might be one to avoid. So the question of the 
day is, “Why bother?” 



Whitley County Consolidated Schools was 
the very last school district in Indiana to con- 
solidate. Many may not even remember the 
governance model prior to the one utilized by 
Indiana schools today. School districts are 
now governed by a Board of School Trustees 
which hires the superintendent. More often 
than not, the board members are elected. The 
old model was decidedly different; previ- 
ously, there were townships and each had a 
separate school that was administered by the 
Township Trustee. In 1959, the state of Indi- 
ana passed a Reorganization Act that com- 
pelled school districts to consolidate. This 
monumental task began in the 1960s and con- 
tinued until all but one school district 
remained standing under the supervision of 
township trustees. 

Whitley County was successful in avoiding 
the initial consolidation wave. In the 1950s, 
recognizing the need to provide a quality high 
school experience, the township trustees 
formed a joint high school. The trustees were 
able to keep their K-8 buildings and the city 
was able to operate a separate school system 
as it always had, but all students would now 
attend one high school, governed by a joint 
school board. It worked — for a long time. 
Limited resources began to take a toll and it 
became more of a challenge to operate sepa- 
rate elementary schools and still pay the 
tuition costs associated with a joint high 
school. Seven attempts were made to consol- 
idate and all were unsuccessful. The build- 
ings kept getting older while operating 
dollars grew scarce. By 1991, consolidation 
was finally approved by the voters and the 
Kraken was unleashed! 



There has to be a compelling force that 
would cause people to take such drastic 
steps to solve their problems. In the case of 
Whitley County, the state of Indiana 
refused to approve upgrades to old school 
buildings that were beyond their useful- 
ness. Leaders of the community strongly 
believed that this new school district 
would be better for children. To create this 
better school system, all that was neces- 
sary was to survive the trials and tribula- 
tions of consolidation. Therefore, the 
community began the task of resolving all 
the issues incumbent upon consolida- 
tion. . .one problem at a time. 

The initial stages of the consolidation were 
some of the most challenging and difficult 
times for a board and superintendent. No 
one really knew the extent of the debt that 
had been incurred under the old system. 
Shortly after consolidation, a loan had to 
be secured to pay past-due bills. The state 
of Indiana granted some additional fund- 
ing with the belief that a supplemental 
budget would be needed if success was to 
be achieved. Even with this additional 
help, the toll it was taking on leaders was 
tremendous. Within a brief period of time, 
the first superintendent left and many of 
the original board members chose not to 
run for reelection. In spite of these chal- 
lenges, the district moved forward. 



(continued on next page) 



William J. Carnes is a Senior Education Consultant for MCT of America, Inc. 
He served as a public school superintendent in Indiana for 21 years. 



Assessing the Policy Environment for School corporation Collaboration, Cooperation, and Consolidation in Indiana — 12 





(William Carnes letter, continued) 

I was selected as the second Whitley County 
superintendent in 1994. Of the many chal- 
lenges the school district faced, none were as 
daunting as the building issues. Within a 
period of 12 years, Whitley County Consoli- 
dated Schools closed six buildings, built a 
new middle school, a new elementary 
school, and renovated three existing facili- 
ties. The Marshall Community Center, a 
cooperative venture with other public/pri- 
vate organizations, was created from one of 
the school buildings scheduled for abandon- 
ment. Closing these buildings required the 
district to initiate two major redistricting 
efforts that affected virtually every child in 
that district. Bus routes had to undergo mas- 
sive changes because none of the present 
routes worked any longer; almost every edu- 
cator had to change assignments. Any one of 
these issues was a challenge. Doing all of 
them at the same time was an adventure — 
one that required our best survival skills. 

Building issues were not the only challenges. 
Many programs and opportunities were 
available to some children but not to others. 
A new teachers’ union was formed, and a 
solid relationship had to be built that recog- 
nized its role in the change process and 
respected its input. Pay schedules for each 
employee group were so dramatically differ- 
ent within the township trustee system that 
the inequalities were a huge concern. The 
community faced each of these challenges 
head on, analyzed them carefully, voiced 
their opinion, and supported the decision that 
was made by the board. 

In 2006, after 12 years as superintendent, I 
passed the mantle to the next superintendent 
and school board. Looking back from the per- 
spective of time, my memories are more of 
the successes we enjoyed rather than the 
struggles we endured. Not so surprising to us, 
but certainly surprising to others, was the fact 
that we did not save money because of the 
consolidation; rather, we focused on aligning 
the resources consolidation generated so we 
could do the things we now wanted for our 
students. 



The education world had changed and we 
needed to respond to those changes. Consoli- 
dation gave us the chance to make those 
changes. We became a school district driven 
by the principles of the Baldrige Model of 
Continuous Improvement, which allowed us 
to understand just how complicated but 
important the alignment process is to success. 
We were a data-driven organization that really 
understood how the right data could help us 
change. 

So we are back to the question, “Why 
bother?” Is the price to be paid worth the ben- 
efits that will be achieved? If this is a story 
about how one school district survived the 
perils of consolidation, then it would be a poor 
story indeed. This experience convinced me 
of one thing: another round of consolidation is 
an option that must be considered if we are to 
rise to the monumental challenge that has 
been given to public educators. Here is why 
we must “bother” with school consolidation 
and consider this as you contemplate unleash- 
ing the Kraken in your own community. 

We cannot be a business that educates the best 
and ignores the rest. If our state and nation 
would like educators to achieve “world class 
status,” then a world class budget is neces- 
sary. We do not have the funds to accomplish 
what is being asked of educators if we are 
serious about educating every child. To fulfill 
this mission means that we have to solve soci- 
etal problems that no one else has ever been 
able to unravel. We need far more resources 
committed to public education than we have 
ever seen previously. 

To resolve the debate about whether school 
funding is important in accomplishing the 
new mission, it is necessary that school lead- 
ers propose a dramatic action plan that will 
allow for a major re-alignment of our existing 
resources. Consolidation gets that done. Edu- 
cators have to face one of the harsh realities 
about our present governance model. 



We have far too many small school dis- 
tricts in our state and nation. There are 
numerous school districts that are per- 
fectly positioned to consider consolida- 
tion, but they can’t do it alone; there has to 
be an outside force that serves as the cata- 
lyst to empower school districts to enter 
into real conversations about consolida- 
tion. Schools will need a grant, much like 
the one given to Whitley County in the 
early days of consolidation, to assist in this 
difficult task. School corporations deserve 
a significant financial reward once they 
have successfully completed the consoli- 
dation effort. 

Unleashing the Kraken should never be 
done lightly, as doing so means that the 
landscape of public education will never 
look the same. Consolidation signals that 
permission has been given to design new 
processes that might actually produce dif- 
ferent results. Educators can and will 
achieve the results necessary to educate 
every child in their care, one child at a 
time. The time has come to give them what 
they need to do so. 
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CONCLUSIONS AND 
RECOMMENDATIONS 



Conclusion #1 

The most common advantage cited for 
school district consolidation has been the 
overall reduction of costs. However, the 
research is not compelling that cost sav- 
ings consistently result from consolidation 
initiatives. The national literature on con- 
solidation most steadily argues that some 
cost savings are realized when small, and, 
typically, rural school districts merge. On 
the other hand, the research is certainly 
more convincing that consolidation efforts 
have no significant effects on school per- 
formance; rather, higher academic 
achievement in schools is a result of lower 
rates of poverty. Considering this informa- 
tion, and given that there are approxi- 
mately 20 school corporations in Indiana 
with less than 750 students, there is merit 
for further examination of the smallest 
school corporations to increase financial 
efficiencies and economies of scale. 

Recommendation 

As discussions continue in Indiana about 
school corporation consolidation, educa- 
tion leaders and policymakers should con- 
sider the body of evidence about the 
general effectiveness of these policy strat- 
egies. Motivations to consolidate should 
be clearly vested in the increased effi- 
ciency of school corporation operations 
and not with expectations of improved 
academic results. Whether these actions 
are initiated locally or at the state level, 
measurable goals and outcomes of consol- 
idation must be identified and evaluated. 



Conclusion #2 

Several states have responded to the 
recent consolidation, cooperation, and 
collaboration buzz by merging districts or 
sharing services, resources, and person- 
nel. Indiana has heeded the call by estab- 
lishing a work group to examine school 
corporation central office consolidation, 
creating a subcommittee of the Indiana 
Government Efficiency Commission to 
examine K-12 education expenditures. 



passing legislation requiring the estab- 
lishment of a new financial management 
and reporting system for school corpora- 
tions, providing $100,000 for consolida- 
tion feasibility studies to be initiated by 
school corporations, and creating and 
funding the Indiana School Business 
Official Leadership Academy at 
$150,000 per year. These efforts have 
proven timely and essential in generating 
meaningful discussions about consolida- 
tion and shared services around the state. 

Recommendation 

The smallest school corporations in the 
state should be encouraged by the IDOE 
to participate and collaborate in the use of 
the $100,000 per year earmarked by the 
legislature for feasibility studies that are 
to examine the prospects of consolidation 
or merging services with another corpora- 
tion. All studies conducted locally should 
be submitted to the IDOE for compilation 
and analysis. In turn, the IDOE should 
report the findings of these studies to all 
corporations throughout the state. If, and 
when, consolidation occurs the IDOE 
should track the outcomes of these initia- 
tives and identify best practices. Finally, 
the Indiana General Assembly should 
consider establishing and funding imple- 
mentation grants for school corporations 
that move forward with consolidation ini- 
tiatives after the period of initial study. 



Conclusion #3 

Research more definitively supports 
school district efforts to pool resources or 
share services, while maintaining local 
autonomy, to reduce costs and simulta- 
neously bring or enhance needed services 
to students. Shared services contribute to 
the lowering of capital, personnel, admin- 
istrative, and development costs, while 
reducing the duplication of services. 
Efforts in Indiana to make school corpora- 
tion expenditures more transparent have 
provided an incentive for increased levels 
of local collaboration and cooperation. 

Recommendation 

The Indiana General Assembly should 
provide financial incentives to school 
corporations who demonstrate increased 



efficiency or cost-saving results through 
consolidation or shared services. One 
incentive could be allowing the school 
corporations to move a portion of their 
savings to their General Fund account, 
regardless of which fund or account the 
savings were derived from, to be used for 
instructional expenses. 

In addition, both the IDOE and the legis- 
lature should establish a firm timeline for 
full implementation of the FinMARS sys- 
tem. Clear guidance should be communi- 
cated to school corporation administrators 
for the timelines anticipated for full 
implementation of this system. It is appar- 
ent that FinMARS will not be imple- 
mented until 2009-10 at the earliest, 
which gives sufficient time for planning 
and preparation locally. Guidance from 
the IDOE about FinMARS implementa- 
tion should be incorporated into the train- 
ing curriculum for the Indiana School 
Business Official Leadership Academy. 



Conclusion #4 

A total of nine education service centers 
operate in all regions of the state of Indi- 
ana with the purpose of assisting each 
school corporation within its region with 
educational needs and services. These ser- 
vices could be provided more effectively 
and efficiently by a cooperative agency 
rather than by the school corporations 
themselves. Education leaders and policy- 
makers agree that the education service 
centers provide important services that can 
be enhanced or expanded. 

Recommendation 

The Indiana State Board of Education and/ 
or the Indiana General Assembly should 
empower and fund the education service 
centers to expand and enhance the services 
they provide to school corporations in the 
following areas: statewide video stream- 
ing and distance learning opportunities; 
targeted professional development and 
technical assistance services tied to school 
improvement planning for schools in need 
of improvement under the federal and state 
accountability systems; expanded risk and 
liability insurance; development of health- 
care trusts for school corporations not 
presently part of a trust; and conducting 
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statewide bids on school bus purchases. 
Where appropriate, the education service 
centers should coordinate with the Indiana 
Department of Education to accommodate 
statewide purchasing, perhaps in the areas 
of bulk purchasing and insurance, to real- 
ize additional cost savings. 
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